§261.60

had reasonable cause or it achieves
compliance under a corrective compli-
ance plan pursuant to §§262.5 and 262.6
of this chapter.

(b) We will impose the maximum pen-
alty if:

(1) The State does not have a state-
wide process in place to inform parents
about the exception to the work re-
quirement and enable them to dem-
onstrate that they have been unable to
obtain child care; or

(2) There is a pattern of substan-
tiated complaints from parents or or-
ganizations verifying that a State has
reduced or terminated assistance in
violation of this requirement.

(c) We may impose a reduced penalty
if the State demonstrates that the vio-
lations were isolated or that they af-
fected a minimal number of families.

Subpart F—How Do We Ensure the
Accuracy of Work Participa-
tion Information?

SOURCE: 73 FR 6826, Feb. 5, 2008, unless oth-
erwise noted.

§261.60 What hours of participation
may a State report for a work-eligi-
ble individual?

(a) A State must report the actual
hours that an individual participates in
an activity, subject to the qualifica-
tions in paragraphs (b) and (c¢) of this
section and §261.61(c). It is not suffi-
cient to report the hours an individual
is scheduled to participate in an activ-
ity.

(b) For the purposes of calculating
the work participation rates for a
month, actual hours may include the
hours for which an individual was paid,
including paid holidays and sick leave.
For participation in unpaid work ac-
tivities, it may include excused ab-
sences for hours missed due to a max-
imum of 10 holidays in the preceding
12-month period and up to 80 hours of
additional excused absences in the pre-
ceding 12-month period, no more than
16 of which may occur in a month, for
each work-eligible individual. Each
State must designate the days that it
wishes to count as holidays for those in
unpaid activities in its Work
Verification Plan. It may designate no
more than 10 such days. In order to
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count an excused absence as actual
hours of participation, the individual
must have been scheduled to partici-
pate in a countable work activity for
the period of the absence that the
State reports as participation. A State
must describe its excused absence poli-
cies and definitions as part of its Work
Verification Plan, specified at §261.62.

(c) For unsubsidized employment,
subsidized employment, and OJT, a
State may report projected actual
hours of employment participation for
up to six months based on current, doc-
umented actual hours of work. Any
time a State receives information that
the client’s actual hours of work have
changed, or no later than the end of
any six-month period, the State must
re-verify the client’s current actual av-
erage hours of work, and may report
these projected actual hours of partici-
pation for another six-month period.

(d) A State may not count more
hours toward the participation rate for
a self-employed individual than the
number derived by dividing the individ-
ual’s self-employment income (gross
income less business expenses) by the
Federal minimum wage. A State may
propose an alternative method of deter-
mining self-employment hours as part
of its Work Verification Plan.

(e) A State may count supervised
homework time and up to one hour of
unsupervised homework time for each
hour of class time. Total homework
time counted for participation cannot
exceed the hours required or advised by
a particular educational program.

§261.61 How must a State document a
work-eligible individual’s hours of
participation?

(a) A State must support each indi-
vidual’s hours of participation through
documentation in the case file. In ac-
cordance with §261.62, a State must de-
scribe in its Work Verification Plan
the documentation it uses to verify
hours of participation in each activity.

(b) For an employed individual, the
documentation may consist of, but is
not limited to pay stubs, employer re-
ports, or time and attendance records
substantiating hours of participation.
A State may presume that an em-
ployed individual participated for the
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